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Federal Deposit Insurance Corporation
Washington. D.C. 20429 Office of Inspector General

February 20, 1996
SUMMVARY AUDI T REPORT

CEEI G AL _AUDI T RELEASE

VEMORANDUM TO Board O Directors
Audit Commttee

FROM Janes A Renick
Principal Deputy Inspector Ceneral

SUBJECT: Audit Report - Termnation of Oxford Finance
Conpanies, Inc. Small Asset Servicing Contract

As part of our responsibility for providing i ndependent financial
audits of closed banks for the Board of Drectors, the

Li qui dation Financial Audit Branch has conpleted an audit of the
Oford Finance Conpanies, Inc. (ford) contract termnation.
Oxford of Philadel phia, Pennsylvania, is a subsidiary of xford
First Corporation. xford owned and serviced install nent

recei vabl es throughout the nation and is a third party servicer.
On February 20, 1992, FDIC entered into a snmall asset servicing
agreenent with xford. The contract was schedul ed to conti nue
until February 16, 1996; however, due to kford' s Chapter 11
bankruptcy filing, the agreenent was term nated on Novenber 30,
1995, and FDI C transferred all remaining | oans to anot her
servicer. During the period fromour previous audit (August 31,
1993) to Novenber 30, 1995, xford reported receipts totaling
approximately $62 nillion.

The FDI C established functions to coordinate activities with
kford, sell the snall assets, and record financial information
on the Financial Information System (FI'S). The D vision of
Depositor and Asset Services' (DAS) Snall Asset Servicing Center
(SASC) was established to coordinate activities with xford and
the FDI C service centers. These activities included the selection
of assets to transfer to kford and reconciling xford's records
to the FDIC s subl edger and general |edger. The DAS Nati onal
Small Asset Sales Unit (NSASU) was responsible for the sal e of
the small assets and the D vision of Finance (DCOF) Contractor
Accounting and Oversight Goup (CAOG was responsi ble for the
review and posting of transactions to FI S
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Federal Deposit Insurance Corporation
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February 20, 1996
SUMMVARY AUDI T REPORT

CEEI G AL _AUDI T RELEASE

MEMORANDUM TO. John F. Bovenzi, Director
D vision of Depositor and Asset Services

FROM Janes A Renick
Principal Deputy Inspector Ceneral

SUBJECT: Audit Report - Termnation of Oxford Finance
Conpanies, Inc. Small Asset Servicing Contract

As part of our responsibility for providing i ndependent financial
audits of closed banks for the Board of Drectors, the

Li qui dation Financial Audit Branch has conpleted an audit of the
Oford Finance Conpanies, Inc. (ford) contract termnation.
Oxford of Philadel phia, Pennsylvania, is a subsidiary of xford
First Corporation. xford owned and serviced install nent

recei vabl es throughout the nation and is a third party servicer.
On February 20, 1992, FDIC entered into a snmall asset servicing
agreenent with xford. The contract was schedul ed to conti nue
until February 16, 1996; however, due to kford' s Chapter 11
bankruptcy filing, the agreenent was term nated on Novenber 30,
1995, and FDI C transferred all remaining | oans to anot her
servicer. During the period fromour previous audit (August 31,
1993) to Novenber 30, 1995, xford reported receipts totaling
approximately $62 nillion.

The FDI C established functions to coordinate activities with
kford, sell the snall assets, and record financial information
on the Financial Information System (FI'S). The D vision of
Depositor and Asset Services' (DAS) Snall Asset Servicing Center
(SASC) was established to coordinate activities with xford and
the FDI C service centers. These activities included the selection
of assets to transfer to kford and reconciling xford's records
to the FDIC s subl edger and general |edger. The DAS Nati onal
Small Asset Sales Unit (NSASU) was responsible for the sal e of
the small assets and the D vision of Finance (DCOF) Contractor
Accounting and Oversight Goup (CAOG was responsi ble for the
review and posting of transactions to FI S
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SUMMVARY AUDI T REPORT

CEEI G AL _AUDI T RELEASE

MEMORANDUM TO Steven A Seelig, Drector
D vision of Finance

FROM Janes A Renick
Principal Deputy Inspector Ceneral

SUBJECT: Audit Report - Termnation of Oxford Finance
Conpanies, Inc. Small Asset Servicing Contract

As part of our responsibility for providing i ndependent financial
audits of closed banks for the Board of Drectors, the

Li qui dation Financial Audit Branch has conpleted an audit of the
Oford Finance Conpanies, Inc. (ford) contract termnation.
Oxford of Philadel phia, Pennsylvania, is a subsidiary of xford
First Corporation. xford owned and serviced install nent

recei vabl es throughout the nation and is a third party servicer.
On February 20, 1992, FDIC entered into a snmall asset servicing
agreenent with xford. The contract was schedul ed to conti nue
until February 16, 1996; however, due to kford' s Chapter 11
bankruptcy filing, the agreenent was term nated on Novenber 30,
1995, and FDI C transferred all remaining | oans to anot her
servicer. During the period fromour previous audit (August 31,
1993) to Novenber 30, 1995, xford reported receipts totaling
approximately $62 nillion.

The FDI C established functions to coordinate activities with
kford, sell the snall assets, and record financial information
on the Financial Information System (FI'S). The D vision of
Depositor and Asset Services' (DAS) Snall Asset Servicing Center
(SASC) was established to coordinate activities with xford and
the FDI C service centers. These activities included the selection
of assets to transfer to kford and reconciling xford's records
to the FDIC s subl edger and general |edger. The DAS Nati onal
Small Asset Sales Unit (NSASU) was responsible for the sal e of
the small assets and the D vision of Finance (DCOF) Contractor
Accounting and Oversight Goup (CAOG was responsi ble for the
review and posting of transactions to FI S
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DETAI LED AUDI T REPORT

CEEI G AL _AUDI T RELEASE

MEMORANDUM TO G M chael Newton, Regional Director
Sout hwest Servi ce Center

FROM David H Loewenstein
Assi stant | nspector General

SUBJECT: Audit Report - Termnation of Oxford Finance
Conpanies, Inc. Small Asset Servicing Contract

As part of our responsibility for providing i ndependent financial
audits of closed banks for the Board of Drectors, the

Li qui dation Financial Audit Branch has conpleted an audit of the
Oford Finance Conpanies, Inc. (ford) contract termnation.
Oxford of Philadel phia, Pennsylvania, is a subsidiary of xford
First Corporation. xford owned and serviced install nent

recei vabl es throughout the nation and is a third party servicer.
On February 20, 1992, FDIC entered into a snmall asset servicing
agreenent with xford. The contract was schedul ed to conti nue
until February 16, 1996; however, due to kford' s Chapter 11
bankruptcy filing, the agreenent was term nated on Novenber 30,
1995, and FDI C transferred all remaining | oans to anot her
servicer. During the period fromour previous audit (August 31,
1993) to Novenber 30, 1995, xford reported receipts totaling
approximately $62 nillion.

The FDI C established functions to coordinate activities with
kford, sell the snall assets, and record financial information
on the Financial Information System (FI'S). The D vision of
Depositor and Asset Services' (DAS) Snall Asset Servicing Center
(SASC) was established to coordinate activities with xford and
the FDI C service centers. These activities included the selection
of assets to transfer to kford and reconciling xford's records
to the FDIC s subl edger and general |edger. The DAS Nati onal
Small Asset Sales Unit (NSASU) was responsible for the sal e of
the small assets and the D vision of Finance (DCOF) Contractor
Accounting and Oversight Goup (CAOG was responsi ble for the
review and posting of transactions to FI S
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February 20, 1996
DETAI LED AUDI T REPORT

CEEI G AL _AUDI T RELEASE

MEMORANDUM TQO Sharon E. Schroder, Financial Manager
Sout hwest Fi nance Center

FROM David H Loewenstein
Assi stant | nspector General

SUBJECT: Audit Report - Termnation of Oxford Finance
Conpanies, Inc. Small Asset Servicing Contract

As part of our responsibility for providing i ndependent financial
audits of closed banks for the Board of Drectors, the

Li qui dation Financial Audit Branch has conpleted an audit of the
Oford Finance Conpanies, Inc. (ford) contract termnation.
Oxford of Philadel phia, Pennsylvania, is a subsidiary of xford
First Corporation. xford owned and serviced install nent

recei vabl es throughout the nation and is a third party servicer.
On February 20, 1992, FDIC entered into a snmall asset servicing
agreenent with xford. The contract was schedul ed to conti nue
until February 16, 1996; however, due to kford' s Chapter 11
bankruptcy filing, the agreenent was term nated on Novenber 30,
1995, and FDI C transferred all remaining | oans to anot her
servicer. During the period fromour previous audit (August 31,
1993) to Novenber 30, 1995, xford reported receipts totaling
approximately $62 nillion.

The FDI C established functions to coordinate activities with
kford, sell the snall assets, and record financial information
on the Financial Information System (FI'S). The D vision of
Depositor and Asset Services' (DAS) Snall Asset Servicing Center
(SASC) was established to coordinate activities with xford and
the FDI C service centers. These activities included the selection
of assets to transfer to kford and reconciling xford's records
to the FDIC s subl edger and general |edger. The DAS Nati onal
Small Asset Sales Unit (NSASU) was responsible for the sal e of
the small assets and the D vision of Finance (DCOF) Contractor
Accounting and Oversight Goup (CAOG was responsi ble for the
review and posting of transactions to FI S
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SCOPE AND OBJECTI VES

The scope of our contract termnation audit included a revi ew of
the Oxford smal|l asset contract financial activities from
Septenber 1, 1993 to Novenber 30, 1995. 1In addition, we revi ewed
the activities of SASC NSASU and CACG Qur audit objectives
were to determ ne whether: accounting transacti ons were properly
recorded on the FDI C general |edger and the transactions revi ened
contai ned question costs or funds that could have been put to
better use; the internal control structure adequately safeguarded
assets and ensured the reliability of the financial records; and
the financial statement presents fairly the cash receipts and

di sbursenments of the xford small asset servicing contract. Qur
audit was conducted in accordance with generally accepted

gover nnent auditi ng standards.

CONCLUS| ONS

The results of our kford contract termnation audit for the
period from Septenber 1, 1993 through Novenber 30, 1995, are
summari zed below. A detailed discussion of each condition is
presented in the conditions, recomrendati ons, and auditee
responses section of this report.

Audit (bj ectives

Accounting Transactions and Records - Adherence to

est abl i shed accounting procedures and the manner in which

t he accounting records were maintai ned was adequate. The
condi tion regardi ng accounting transactions and records is
di scussed in the conditions and recomrendati ons section of
this report. Qur audit disclosed no question costs or funds
that coul d have been put to better use.

Internal GControls Over Liquid Assets - The system of
internal control over liquid assets was very good. No audit
excepti ons were found.

Conpliance with Laws and Requl ations - In accordance with
GAO standards, potential |ack of conpliance with applicable
laws and regulations in activities reviewed is to be
identified and reported. Qur tests for conpliance with
significant provisions of certain |aws and regul ati ons
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di scl osed no i nstance of nonconpliance that woul d be
reportabl e under generally accepted governnent auditing
st andar ds.

Qur opinion on the financial statenent and report on the internal
control structure, in conformty w th GAO standards, are provided
as an Appendix to this report. |In planning and performng our
audit, we considered the kford snmall asset servicing contract's
internal control structure in order to determne our auditing
procedures for the purpose of expressing an opinion on the
financial statenment and not to provide assurance on the internal
control structure.

VW noted a matter, identified as condition nunber 1, involving
the internal control structure and its operations that we
consider to be a reportable condition under standards established
by the Anerican Institute of Certified Public Accountants.
Reportabl e conditions involve natters comng to our attention
relating to significant deficiencies in the design or operation
of the internal control structure that, in our judgnent, could
adversely affect the entity's ability to record, process,
summari ze, and report financial data consistent with the
assertion of managenent in the financial statenent.

A material weakness is a reportable condition in which the design
or operation of one or nore of the internal control structure

el enents does not reduce to a relatively low level the risk that
errors or irregularities in anmounts that would be naterial in
relation to the financial statenent being audited may occur and
not be detected within a tinely period by enpl oyees in the nornal
course of performng their assigned functions.

Qur consideration of the internal control structure would not
necessarily disclose all matters in the internal contro

structure that mght be reportable conditions and, accordingly,
woul d not necessarily disclose all reportable conditions that are
considered to be material weaknesses as defined above. However,
we believe the reportable condition described above is not a

mat eri al weakness.

The statenent of cash receipts and di sbursenents is a summary of
the cash activity of the xford snall asset servicing contract
and does not present transactions that woul d be included in
financial statenments of kford presented on the accrual basis of
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accounting, as contenpl ated by general |y accepted accounting
principles. Accordingly, the acconpanying statenment is not
intended to present financial position or results of operations
in conformty with generally accepted accounting principles.

As of Novenber 30, 1995, FDIC had transferred all the snall
assets to another servicer and the contract with O«ford was
t er m nat ed

In our opinion, the financial statenment referred to above
presents fairly, in all material respects, the cash receipts and
di sbursenents of the xford small asset servicing contract for
the period Septenber 1, 1993 to Novenber 30, 1995.

SUMVARY OF REPORT RECOVMENDATI ONS

The Smal |l Asset Service Center audit contai ned one audit
condi tion and recommendati on. They responded that recomended
corrective action was in process for the condition.

EXECUTI VE_ACTI ON REQUI RED

The condition that we identified was resol ved by operating
managenent. No further executive action is required regarding

t he recommendat i ons because responsi bl e managenent officials have
indicated in their response that corrective actions have been

i npl enent ed.



APPENDI X A

REPORT ON | NTERNAL CONTRCOL STRUCTURE

V¢ have audited the acconpanyi ng summary statenent of cash

recei pts and di sbursenents of the kford Fi nance Conpanies, Inc.
smal | asset servicing contract for the period Septenber 1, 1993
t hrough Novenber 30, 1995, and have issued a report thereon.

W conducted our audit in accordance with generally accepted
governnent auditing standards issued by the Conptrol | er General
of the United States. Those standards require that we plan and
performthe audit to obtai n reasonabl e assurance about whet her
the financial statement is free of material m sstatenent.

In planning and performng our audit of the financial statenent,
we consi dered Okford Finance Conpanies, Inc. small asset
servicing contract internal control structure in order to
determne our auditing procedures for the purpose of expressing
an opinion on the financial statenment and not to provide
assurance on the internal control structure.

The managenent of xford Fi nance Conpanies, Inc. and FDI C are
responsi bl e for establishing and nai ntaining an i nternal control
structure. In fulfilling this responsibility, estinmates and

j udgnents by nmanagenent are required to assess the expected
benefits and rel ated costs of internal control structure policies
and procedures. The objectives of an internal control structure
are to provide nmanagenent wth reasonabl e, but not absol ute,
assurance that assets are saf eguarded agai nst | oss from

unaut hori zed use or disposition, and that transactions are
executed in accordance w th managenent's aut horizati on and
recorded properly to permt the preparation of the financial
statenent on the cash basis of accounting which is a

conpr ehensi ve basis of accounting other than generally accepted
accounting principles. Because of inherent [imtations in any
internal control structure, errors or irregularities nmay
nevert hel ess occur and not be detected. Al so, projection of any
evaluation of the structure to future periods is subject to the
ri sk that procedures may becone inadequate because of changes in
conditions or that the effectiveness of the design and operations
of policies and procedures nay deteriorate.

VW obt ai ned an understandi ng of the design of relevant policies
and procedures and whet her they have been pl aced in operation,
and we assessed control risk.
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VW noted a matter involving the internal control structure and
its operations, identified as condition nunber 1, that we
consider to be reportable conditions under standards established
by the Anerican Institute of Certified Public Accountants.
Reportabl e conditions involve natters comng to our attention
relating to significant deficiencies in the design or operation
of the internal control structure that, in our judgnent, could
adversely affect the entity's ability to record, process,
summari ze, and report financial data consistent with the
assertion of managenent in the financial statenent.

A material weakness is a reportable condition in which the design
or operation of one or nore of the internal control structure

el enents does not reduce to a relatively low level the risk that
errors or irregularities in anmounts that would be naterial in
relation to the financial statenents being audited may occur and
not be detected within a tinely period by enpl oyees in the nornal
course of performng their assigned functions.

Qur consideration of the internal control structure woul d not
necessarily disclose all matters in the internal contro

structure that mght be reportable conditions and, accordingly,
woul d not necessarily disclose all reportable conditions that are
considered to be nmaterial weaknesses as defined above. However,
we believe the condition discussed above is not a materia
weakness.

This report is intended for the use of the Ofice of |nspector
General and FD C managenent and shoul d not be used for any other
pur pose.
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OPI Nl ON ON THE FI NANCI AL STATEMENTS

V¢ have audited the acconpanyi ng summary statenent of cash

recei pts and di sbursenents of the «ford Fi nance Conpanies, Inc.
smal | asset servicing contract for the period Septenber 1, 1993

t hrough Novenber 30, 1995. This financial statement is the
responsibility of kford Finance Conpanies, Inc. managenment. Qur
responsibility is to express an opinion on this financia
statenent based on our audit.

W conducted our audit in accordance with generally accepted
governnent auditing standards issued by the Conptrol | er General
of the United States. Those standards require that we plan and
performthe audit to obtai n reasonabl e assurance about whet her
the financial statenment is free of material msstatenent. An
audit includes examning, on a test basis, evidence supporting
the amounts and disclosures in the financial statement. An audit
al so i ncl udes assessi ng accounting principles used and
significant estinmates nade by nanagenent, as well as eval uating
the overall financial statenment presentation. W believe that
our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the statenment of cash receipts and

di sbursenments is a summary of the cash activity of kford Fi nance
Conpani es, Inc. and does not present transactions that woul d be
included in financial statenents of xford Fi nance Conpani es,

I nc. presented on the accrual basis of accounting, as

contenpl ated by generally accepted accounting principles.

Accordi ngly, the acconpanying statement is not intended to
present financial position or results of operations in conformty
with generally accepted accounting principles.

As discussed in Note 1, the small asset servicing agreenent with
Oxford Finance Conpanies, Inc. was termnated as of Novenber 30,
1995, and FDI C transferred the remai ni ng assets to anot her

servi cer.

In our opinion, the financial statenment referred to above
presents fairly, in all material respects, the cash recei pts and
di sbursenments of the xford Finance Conpanies, Inc. small asset
servicing contract for the period Septenber 1, 1993 to Novenber
30, 1995.

The scope and results of our tests of internal controls and
conpliance with laws and regul ations are di scussed in separate
reports.
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This report is intended for the use of the Ofice of |nspector
General and FD C managenent and shoul d not be used for any other
pur pose.
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OXFCRD FI NANCE COMPANI ES, INC. SMVALL ASSET
SERVI G NG CONTRACT
SUMVARY STATEMENT O CASH RECEI PTS AND DI SBURSEMENTS
FOR THE PER D SEPTEMBER 1, 1993 THROUGH NOVEMBER 30,

1995

Cash Receipts

Principal and Interest Applied $ 61,537, 169

C her 519, 624

Total Cash Receipts 62, 056, 793
Cash D sbursenents

Oford 1,111, 291

C her 659, 430

Total Cash D sbursenents 1,770,721
Excess of Recei pts over D sbursenents 60, 286, 072
Wre Transfers to FDIC 70, 150, 454
Unremtted Funds, August 30, 1993 9, 935, 074
Cash Bal ance, Novenber 30, 1995 $ 70, 692

The acconpanying notes are an integral part of the financial statenents
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OXFORD FI NANCE COVPANI ES, | NC.
NOTES TO THE FI NANCI AL STATEMENT

NOTE 1 - ORGAN ZATI ON AND SI GNI FI CANT ACCOUNTI NG POLI Cl ES

Okford Finance Conpanies, Inc. (&ford) of Philadel phia,
Pennsylvania, is a subsidiary of Oxford First Corporation.

Oxford owned and serviced install nment receivabl es throughout the
nation and is a third party servicer. On February 20, 1992, FD C
entered into a small asset servicing agreenent with xford. The
contract was scheduled to continue until February 16, 1996;
however, due to xford's Chapter 11 bankruptcy filing, the
agreenent was term nated on Novenber 30, 1995, and FD C
transferred all renaining | oans to anot her servicer.

The FDI C established functions to coordinate activities with
kford, sell the snall assets, and record financial information
on the Financial Information System (FI'S). The D vision of
Deposi tor and Asset Services' (DAS) Snall Asset Servicing Center
(SASC) was established to coordinate activities with xford and
the FDI C service centers. These activities included the selection
of assets to transfer to kford and reconciling xford' s records
to the FDIC s subl edger and general |edger. The DAS Nati onal
Small Asset Sales Unit (NSASU) was responsible for the sal e of
the small assets and the D vision of Finance (DCOF) Contractor
Accounting and Oversight Goup (CAOG was responsi ble for the
review and posting of transactions to FI S

The summary statenent of cash recei pts and di sbursenents is a
summary of the cash activity included in the FD C Custodi al
Account and the FDI C as Receiver for Broadway Bank and Trust
Qust odi al Account involving | oans serviced by xford Fi nance
Conpani es, Inc. The sunmary statenent does not present
transactions that woul d be included in financial statenents of
Oford Finance Conpanies, Inc. presented on the accrual basis of
accounting, as contenpl ated by general |y accepted accounting
principles. Accordingly, the acconpanying statenment is not
intended to present financial position or results of operations
in conformty with generally accepted accounting principles.

NOTE 2 - CASH RECEI PTS
Principal and Interest Applied - Paynments received from borrowers

under the contractual obligations of the existing prom ssory
notes established by failed institutions.

Gher - Gher receipts includes excess custonmer remttances



unappl ied to | oan bal ances, advances, escrow paynents, |ate fees,
and insufficient fund fees received froml oan custoners.

APPENDI X B

NOTE 3 - CASH DI SBURSEMENTS

ford - Under the snmall asset servicing agreenent, xford

retai ned 40 percent of the first $400,000 in contingency account
recei pts and 50 percent of receipts above $400,000. Also, the
amount includes paynents to Oxford for NSF fees and | ate charges
recei ved from custoners. The anount does not include Oford
servicing fees which were not disbursed fromthe FDI C cust odi al
accounts discussed in Note 1.

G her - Qher disbursenents includes remttances of cash received
on loans not serviced by kford or refunds to custoners for
paynments in excess of their contractual obligation.

NOTE 4 - WRE TRANSFERS TO FDI C

Thi s amount represents cash receipts transferred to FD C

NOTE 5 - UNREM TTED FUNDS - AUGUST 31, 1993

This amount represents the bal ance of funds which had not been
remtted to FOOC, kford, and custoners as of August 31, 1993.
Thi s anount includes funds applied to custoner accounts, cash

received on | oans not serviced by kford, |late fees recei ved, and
NSF fee receipts.
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REPORT ON COVPLI ANCE W TH LAWS AND REGULATI ONS

V¢ have audited the acconpanyi ng summary statenent of cash

recei pts and di sbursenents of the kford Fi nance Conpanies, Inc.
smal | asset servicing contract for the period Septenber 1, 1993
t hrough Novenber 30, 1995, and have issued our report thereon.

VW have conducted our audit in accordance w th gover nnment

audi ting standards issued by the Conptroller General of the
United States. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whet her the
financial statenent is free of nmaterial m sstatenents.

Conpliance with aws and regul ati ons applicable to the kford

Fi nance Conpanies, Inc. small asset servicing contract is the
responsibility of managenment. As part of obtaining reasonabl e
assurance about whether the financial statenent referred to above
is free of material msstatenents, we perforned tests of kford
Fi nance Conpanies, Inc.'s conpliance with certain provisions of

| aws and regul ati ons. However, our objective was not to provide
an opi nion on overall conpliance w th such provisions.
Accordingly, we do not express such opinion

Qur tests for conpliance with significant provisions of certain
| ans and regul ations di scl osed no i nstance of nonconpliance that
woul d be reportabl e under generally accepted governnment auditing
st andar ds.

This report is intended for the use of the Gfice of |nspector
General and FD C managenent and shoul d not be used for any other
pur pose.
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SCOPE AND OBJECTI VES

The scope of our contract termnation audit included a revi ew of
the Oxford small asset contract financial activities from
Septenber 1, 1993 to Novenber 30, 1995. 1In addition, we revi ewed
the activities of SASC NSASU and CACG Qur audit objectives
were to determ ne whether: accounting transacti ons were properly
recorded on the FDI C general |edger and the transactions revi ened
contai ned question costs or funds that could have been put to
better use; the internal control structure adequately safeguarded
assets and ensured the reliability of the financial records; and
the financial statement presents fairly the cash receipts and

di sbursenments of the xford small asset servicing contract. Qur
audit was conducted in accordance with generally accepted

gover nnent audi ti ng standards.

CONCLUSI ONS

The results of our kford contract termnation audit for the
period from Septenber 1, 1993 through Novenber 30, 1995, are
summari zed below. A detailed discussion of each condition is
presented in the conditions, recomrendati ons, and auditee
responses section of this report.

Audit (bj ectives

Accounting Transactions and Records - Adherence to

est abl i shed accounting procedures and the manner in which

t he accounting records were maintai ned was adequate. The
condi tion regardi ng accounting transactions and records is
di scussed in the conditions and recomrendati ons section of
this report. Qur audit disclosed no question costs or funds
that coul d have been put to better use.

Internal Controls Over Liquid Assets - The system of
internal control over liquid assets was very good. No audit
excepti ons were found.

Conpliance with Laws and Requl ations - In accordance with
GAO standards, potential |ack of conpliance with applicable
laws and regulations in activities reviewed is to be
identified and reported. Qur tests for conpliance with
significant provisions of certain |aws and regul ati ons

di scl osed no i nstance of nonconpliance that woul d be
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reportabl e under generally accepted governnent auditing
st andar ds.

Qur opinion on the financial statenent and report on the internal
control structure, in conformty w th GAO standards, are provided
as an Appendix to this report. |In planning and perform ng our
audit, we considered the xford snall asset servicing contract's
internal control structure in order to determne our auditing
procedures for the purpose of expressing an opinion on the
financial statenment and not to provide assurance on the internal
control structure.

VW noted a matter, identified as condition nunber 1, involving
the internal control structure and its operations that we
consider to be a reportable condition under standards established
by the Anerican Institute of Certified Public Accountants.
Reportabl e conditions involve natters comng to our attention
relating to significant deficiencies in the design or operation
of the internal control structure that, in our judgnent, could
adversely affect the entity's ability to record, process,
summari ze, and report financial data consistent with the
assertion of managenent in the financial statenent.

A material weakness is a reportable condition in which the design
or operation of one or nore of the internal control structure

el enents does not reduce to a relatively lowlevel the risk that
errors or irregularities in anmounts that would be naterial in
relation to the financial statenent being audited may occur and
not be detected within a tinely period by enpl oyees in the nornal
course of performng their assigned functions.

Qur consideration of the internal control structure would not
necessarily disclose all matters in the internal contro

structure that mght be reportable conditions and, accordingly,
woul d not necessarily disclose all reportable conditions that are
considered to be material weaknesses as defined above. However,
we believe the reportable condition described above is not a

mat eri al weakness.

The statenent of cash receipts and di sbursenents is a summary of
the cash activity of the kford snall asset servicing contract
and does not present transactions that woul d be included in
financial statenments of kford presented on the accrual basis of
accounting, as contenpl ated by general ly accepted accounting
principles. Accordingly, the acconpanying statenent is not
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intended to present financial position or results of operations
in conformty with generally accepted accounting principles.

As of Novenber 30, 1995, FDIC had transferred all the snall
assets to another servicer and the contract with O«ford was
t er m nat ed

In our opinion, the financial statenment referred to above
presents fairly, in all material respects, the cash receipts and
di sbursenents of the xford small asset servicing contract for
the period Septenber 1, 1993 to Novenber 30, 1995.

AUDI T PROCEDURES

Audit procedures included, but were not limted to: examning
sel ected accounts to determne the appropriateness of the

bal ances, reviewi ng and testing the systemof internal control,
and testing transactions.

The prelimnary results were discussed with «ford Fi nance
Conpani es, I nc. managenent and appropriate D vision of Depositor
and Asset Services personnel at the conclusion of our audit.

DV SION CF DEPCSI TOR AND ASSET SERVI CES (DAS) -
GONDI T1 ON AND REGOMVENDATI ON GOVPLI ANCE DEFI O ENCY

Condition nunber 1 relates to DAS and addresses a | ack of
conpliance with FDIC internal control standards.

CONDI TI ONS, RECOVMENDATI ONS, AND AUDI TEE RESPONSES

1. Reconciliation of FD C and xford Loan Systens Not Tinely

Gondition: Differences between FD C and Oxford | oan systens were
not resolved tinely. As of Cctober 31, 1995, unresol ved
transactions affecting LAM S and xford bal ances total ed
approximately $2.2 mllion and $1.4 mllion, respectively. These
itens had been outstanding for at |east 90 days. A so, the

Sept enber 1995 quarterly reconciliation of LAMS, F'S and xford
bal ances showed unresol ved differences totaling approximately
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$2.7 mllion. As aresult, the lack of tinely reconciliations of
LAMS, HS and Okford information causes inaccurate reporting of
| oan activity.

Recommendation : The Small Asset Servicing Center should finalize
all reconciling itens effecting LAMS and FI'S, and ensure the
tinmely correction of reconciling itens affecting Oxford.

Audi t ee Response : The xford Corporation was responsible to
provi de docunentation to SASCto O ear the outages between the
FDO C and Oxford | oan systens. xford did not provide SASC t he
necessary docunentation to clear reconciling itens. Al ford-
LAM S reconciliations and LAMS-FIS reconciliations were
conpleted in a tinmely manner.

Oxford Corporation filed for a bankruptcy reorgani zati on duri ng
Qct ober 1994. The reorgani zation plan was not approved by the
debtors, resulting in liquidation of the kford Corporation. At
that point, SASC contacted two Oxford Corporation contract
managers to obtain adequate information to clear the Okford
reconciling itens. The Oxford personnel working directly with
SASC were repl aced several times. This caused new errors to
occur, resulting in additional reconciling itens.

SASC identified all differences on a nonthly basis. A copy of
our reconciliation was addressed to the kford contact for
resolution. During the begi nning of 1995, SASC was very
concerned about the nunber of outstandi ng outages by Oxford, and
made it a priority totry and clear all the kford outages. The
Oxford Corporation, in bankruptcy, transferred the contract and
the servicing rights to another servicer with an effective date
of CQctober 31, 1995, which left SASC wi thout an Oxford enpl oyee
to assist with providing appropriate docunentation to cl ear each
reconciling item

As of Decenber 31, 1995, out of the $2.2 mllion, outstanding
items on the LAMS side and $1.4 mllion on the Okford side, SASC
has posted and/or cleared $1.7 mllion and $1.2 mllion
respectively.

The process and efforts to clear all outages outstandi ng has been
conti nuous. The conpletion date, to resolve all reconciling
itens has been set for March 15, 1996.
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REPORT ON | NTERNAL CONTRCOL STRUCTURE

V¢ have audited the acconpanyi ng summary statenent of cash

recei pts and di sbursenents of the kford Fi nance Conpanies, Inc.
smal | asset servicing contract for the period Septenber 1, 1993
t hrough Novenber 30, 1995, and have issued a report thereon.

W conducted our audit in accordance with generally accepted
governnent auditing standards issued by the Conptrol | er General
of the United States. Those standards require that we plan and
performthe audit to obtai n reasonabl e assurance about whet her
the financial statement is free of material m sstatenent.

In planning and performng our audit of the financial statenent,
we consi dered Okford Finance Conpanies, Inc. small asset
servicing contract internal control structure in order to
determne our auditing procedures for the purpose of expressing
an opinion on the financial statenment and not to provide
assurance on the internal control structure.

The managenent of xford Fi nance Conpanies, Inc. and FDI C are
responsi bl e for establishing and nai ntaining an i nternal control
structure. In fulfilling this responsibility, estinmates and

j udgnents by nmanagenent are required to assess the expected
benefits and rel ated costs of internal control structure policies
and procedures. The objectives of an internal control structure
are to provide nmanagenent wth reasonabl e, but not absol ute,
assurance that assets are saf eguarded agai nst | oss from

unaut hori zed use or disposition, and that transactions are
executed in accordance w th managenent's aut horizati on and
recorded properly to permt the preparation of the financial
statenent on the cash basis of accounting which is a

conpr ehensi ve basis of accounting other than generally accepted
accounting principles. Because of inherent [imtations in any
internal control structure, errors or irregularities nmay
nevert hel ess occur and not be detected. Al so, projection of any
evaluation of the structure to future periods is subject to the
ri sk that procedures may becone inadequate because of changes in
conditions or that the effectiveness of the design and operations
of policies and procedures nay deteriorate.

VW obt ai ned an understandi ng of the design of relevant policies
and procedures and whet her they have been pl aced in operation,
and we assessed control risk.
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VW noted a matter involving the internal control structure and
its operations, identified as condition nunber 1, that we
consider to be reportable conditions under standards established
by the Anerican Institute of Certified Public Accountants.
Reportabl e conditions involve natters comng to our attention
relating to significant deficiencies in the design or operation
of the internal control structure that, in our judgnent, could
adversely affect the entity's ability to record, process,
summari ze, and report financial data consistent with the
assertion of managenent in the financial statenent.

A material weakness is a reportable condition in which the design
or operation of one or nore of the internal control structure

el enents does not reduce to a relatively lowlevel the risk that
errors or irregularities in anmounts that would be naterial in
relation to the financial statenents being audited may occur and
not be detected within a tinely period by enpl oyees in the nornal
course of performng their assigned functions.

Qur consideration of the internal control structure woul d not
necessarily disclose all matters in the internal contro

structure that mght be reportable conditions and, accordingly,
woul d not necessarily disclose all reportable conditions that are
considered to be naterial weaknesses as defined above. However,
we believe the condition discussed above is not a nateria
weakness.

This report is intended for the use of the Ofice of |nspector
General and FD C managenent and shoul d not be used for any other
pur pose.
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OPI Nl ON ON THE FI NANCI AL STATEMENTS

V¢ have audited the acconpanyi ng summary statenent of cash

recei pts and di sbursenents of the «ford Fi nance Conpanies, Inc.
smal | asset servicing contract for the period Septenber 1, 1993

t hrough Novenber 30, 1995. This financial statement is the
responsibility of kford Finance Conpanies, Inc. managenment. Qur
responsibility is to express an opinion on this financia
statenent based on our audit.

W conducted our audit in accordance with generally accepted
governnent auditing standards issued by the Conptrol | er General
of the United States. Those standards require that we plan and
performthe audit to obtai n reasonabl e assurance about whet her
the financial statenment is free of material msstatenent. An
audit includes examning, on a test basis, evidence supporting
the amounts and disclosures in the financial statement. An audit
al so i ncl udes assessi ng accounting principles used and
significant estinmates nade by nanagenent, as well as eval uating
the overall financial statenment presentation. W believe that
our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the statenment of cash receipts and

di sbursenments is a summary of the cash activity of kford Fi nance
Conpani es, Inc. and does not present transactions that woul d be
included in financial statenents of xford Fi nance Conpani es,

I nc. presented on the accrual basis of accounting, as

contenpl ated by generally accepted accounting principles.

Accordi ngly, the acconpanying statement is not intended to
present financial position or results of operations in conformty
with generally accepted accounting principles.

As discussed in Note 1, the small asset servicing agreenent with
Oxford Finance Conpanies, Inc. was termnated as of Novenber 30,
1995, and FDI C transferred the remai ni ng assets to anot her

servi cer.

In our opinion, the financial statenment referred to above
presents fairly, in all material respects, the cash recei pts and
di sbursenments of the xford Finance Conpanies, Inc. small asset
servicing contract for the period Septenber 1, 1993 to Novenber
30, 1995.

The scope and results of our tests of internal controls and
conpliance with laws and regul ations are di scussed in separate
reports.
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This report is intended for the use of the Ofice of |nspector
General and FD C managenent and shoul d not be used for any other
pur pose.
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OXFCRD FI NANCE COMPANI ES, INC. SMVALL ASSET
SERVI G NG CONTRACT
SUMVARY STATEMENT O CASH RECEI PTS AND DI SBURSEMENTS
FOR THE PER D SEPTEMBER 1, 1993 THROUGH NOVEMBER 30,

1995

Cash Receipts

Principal and Interest Applied $ 61,537, 169

C her 519, 624

Total Cash Receipts 62, 056, 793
Cash D sbursenents

Oford 1,111, 291

C her 659, 430

Total Cash D sbursenents 1,770,721
Excess of Recei pts over D sbursenents 60, 286, 072
Wre Transfers to FDIC 70, 150, 454
Unremtted Funds, August 30, 1993 9, 935, 074
Cash Bal ance, Novenber 30, 1995 $ 70, 692

The acconpanying notes are an integral part of the financial statenents
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OXFORD FI NANCE COVPANI ES, | NC.
NOTES TO THE FI NANCI AL STATEMENT

NOTE 1 - ORGAN ZATI ON AND SI GNI FI CANT ACCOUNTI NG POLI Cl ES

Okford Finance Conpanies, Inc. (&ford) of Philadel phia,
Pennsylvania, is a subsidiary of Oxford First Corporation.

Oxford owned and serviced install nment receivabl es throughout the
nation and is a third party servicer. On February 20, 1992, FD C
entered into a small asset servicing agreenent with xford. The
contract was scheduled to continue until February 16, 1996;
however, due to xford's Chapter 11 bankruptcy filing, the
agreenent was term nated on Novenber 30, 1995, and FD C
transferred all renaining | oans to anot her servicer.

The FDI C established functions to coordinate activities with
kford, sell the snall assets, and record financial information
on the Financial Information System (FI'S). The D vision of
Deposi tor and Asset Services' (DAS) Snall Asset Servicing Center
(SASC) was established to coordinate activities with xford and
the FDI C service centers. These activities included the selection
of assets to transfer to kford and reconciling xford' s records
to the FDIC s subl edger and general |edger. The DAS Nati onal
Small Asset Sales Unit (NSASU) was responsible for the sal e of
the small assets and the D vision of Finance (DCOF) Contractor
Accounting and Oversight Goup (CAOG was responsi ble for the
review and posting of transactions to FI S

The summary statenent of cash recei pts and di sbursenents is a
summary of the cash activity included in the FD C Custodi al
Account and the FDI C as Receiver for Broadway Bank and Trust
Qust odi al Account involving | oans serviced by xford Fi nance
Conpani es, Inc. The sunmary statenent does not present
transactions that woul d be included in financial statenents of
Oford Finance Conpanies, Inc. presented on the accrual basis of
accounting, as contenpl ated by general |y accepted accounting
principles. Accordingly, the acconpanying statenment is not
intended to present financial position or results of operations
in conformty with generally accepted accounting principles.

NOTE 2 - CASH RECEI PTS
Principal and Interest Applied - Paynments received from borrowers

under the contractual obligations of the existing prom ssory
notes established by failed institutions.

Gher - Gher receipts includes excess custonmer remttances



unappl ied to | oan bal ances, advances, escrow paynents, |ate fees,
and insufficient fund fees received froml oan custoners.
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NOTE 3 - CASH DI SBURSEMENTS

ford - Under the snmall asset servicing agreenent, xford

retai ned 40 percent of the first $400,000 in contingency account
recei pts and 50 percent of receipts above $400,000. Also, the
amount includes paynents to Oxford for NSF fees and | ate charges
recei ved from custoners. The anount does not include Oford
servicing fees which were not disbursed fromthe FDI C cust odi al
accounts discussed in Note 1.

G her - Qher disbursenents includes remttances of cash received
on loans not serviced by kford or refunds to custoners for
paynments in excess of their contractual obligation.

NOTE 4 - WRE TRANSFERS TO FDI C

Thi s amount represents cash receipts transferred to FD C

NOTE 5 - UNREM TTED FUNDS - AUGUST 31, 1993

This amount represents the bal ance of funds which had not been
remtted to FOOC, kford, and custoners as of August 31, 1993.
Thi s anount includes funds applied to custoner accounts, cash

received on | oans not serviced by kford, |late fees recei ved, and
NSF fee receipts.
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REPORT ON COVPLI ANCE W TH LAWS AND REGULATI ONS

V¢ have audited the acconpanyi ng summary statenent of cash

recei pts and di sbursenents of the kford Fi nance Conpanies, Inc.
smal | asset servicing contract for the period Septenber 1, 1993
t hrough Novenber 30, 1995, and have issued our report thereon.

VW have conducted our audit in accordance w th gover nnment

audi ting standards issued by the Conptroller General of the
United States. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whet her the
financial statenent is free of nmaterial m sstatenents.

Conpliance with aws and regul ati ons applicable to the kford

Fi nance Conpanies, Inc. small asset servicing contract is the
responsibility of managenment. As part of obtaining reasonabl e
assurance about whether the financial statenent referred to above
is free of material msstatenents, we perforned tests of kford
Fi nance Conpanies, Inc.'s conpliance with certain provisions of

| aws and regul ati ons. However, our objective was not to provide
an opi nion on overall conpliance w th such provisions.
Accordingly, we do not express such opinion

Qur tests for conpliance with significant provisions of certain
| ans and regul ations di scl osed no i nstance of nonconpliance that
woul d be reportabl e under generally accepted governnment auditing
st andar ds.

This report is intended for the use of the Gfice of |nspector
General and FD C managenent and shoul d not be used for any other
pur pose.
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